/9L./.  /22Z. 


/dlbcrra 

OIL  SANDS  EQUITY 


11th  Floor,  Petroleum  Plaza 
9945  - 108  Street 
Edmonton,  Alberta,  Canada 
T5K 2G6 


Alberta  Oil  Sands  Equity 


Partnership  and  Progress 
in  Alberta's  Oil  Sands  Development 


Annual  Report 
1992-93 


Printed  on 
Recycled  Paper 


ISSN  1183-4463 


ENERGY 


Office  of  the  Minister 


228  Legislature  Building,  Edmonton,  Alberta,  Canada  T5K  2B6  403/427-3740 


The  Honourable  Stan  Schumacher 
Speaker  of  the  Legislative  Assembly 
Province  of  Alberta 


The  Speaker: 

I have  the  honour  to  submit  the  Annual  Report  of  Alberta  Oil  Sands  Equity  for  the 
fiscal  year  ended  March  31,  1993. 

Respectfully  submitted. 


Patricia  Black 
Minister  of  Energy 


ALBERTA  OIL  SANDS  EQUITY 

11th  Floor,  Petroleum  Plaza,  9945-  108  Street,  Edmonton,  Alberta,  Canada  T5K  2G6  403/427-2492 


The  Honourable  Patricia  Black 
Minister  of  Energy 


Dear  Minister: 

It  is  my  pleasure  to  submit  to  you  Alberta  Oil  Sands  Equity's  Annual  Report  for  the 
fiscal  year  ended  March  31,  1993. 

Respectfully  submitted, 


T.R.  Vant 
Chairman 


Digitized  by  the  Internet  Archive 
in  2017  with  funding  from 
University  of  Alberta  Libraries 


https://archive.org/details/annualreport1992albe_5 


1 


Contents 


Minister's  Message 2 

Chairman's  Message 3 

Alberta  Oil  Sands  Equity 

A History  of  Partnership  in  Progress 4 

Partners  in  Financing  and  Ownership  6 

Syncrude  Ownership  History 7 

Syncrude  Project .8 

The  OSLO  New  Ventures  Project 12 

Lloydminster  Bi-Provincial  Upgrader  14 


2 


Minister's  Message 


Alberta  continues  to  be  at  the  forefront  of  the  oil  sands  and  heavy  oil 
industries  in  Canada. 

As  conventional  light  crude  oil  reserves  decline,  the  importance  of 
developing  our  oil  sands  and  heavy  oil  reserves  grows.  Alberta's  oil 
sands  contain  one  of  the  largest  oil  reserves  in  the  world,  with  total  in 
situ  bitumen  reserves  estimated  at  1.7  trillion  barrels,  and  total  esti- 
mated recoverable  bitumen  at  over  300  billion  barrels.  This  volume 
could  supply  the  crude  oil  needs  of  Canada  for  centuries. 

The  oil  sands  and  heavy  oil  industries  have  come  of  age  as  more 
heavy  oil  and  oil  sands  bitumen  is  produced,  upgraded,  and  marketed. 
These  industries  contribute  billions  of  dollars  each  year  to  the  econo- 
mies of  Alberta  and  Canada;  they  provide  jobs,  security  of  supply, 
export  earnings,  and  royalties  and  taxes  to  government. 

The  Government  of  Alberta  has  been  an  active  partner  in  oil  sands 
and  heavy  oil  development  for  over  70  years  through  direct  research, 
joint  government/industry  research  and  development  projects  and 
equity  ownership.  For  18  of  those  years,  Alberta  Oil  Sands  Equity  has 
managed  Alberta's  equity  interest  in  the  Syncrude  Project  as  a joint 
venture  with  a number  of  private  sector  participants.  Alberta  Oil  Sands 
Equity  also  manages  Alberta's  investment  in  two  other  joint  ventures, 
the  OSLO  New  Ventures  Project  and  the  Lloydminster  Bi-Provincial 
Upgrader. 

This  report  outlines  the  continuing  successes  of  the  Syncrude 
Project,  the  opportunities  in  the  OSLO  New  Ventures  Project  and  the 
successful  start-up  of  the  Lloydminster  Bi-Provincial  Upgrader. 


Patricia  Black 
Minister  of  Energy 
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Chairman's  Message 


MSberta's  oil  sands  and  heavy  oil  industries  contribute  significantly  to 
the  economic  well  being  of  Alberta  and  Canada.  Alberta  Oil  Sands 
Equity  is  proud  to  be  part  of  the  progress  of  these  industries  as  the 
manager  of  the  Alberta  Government's  investments  in  the  Syncrude 
Project,  the  OSLO  New  Ventures  Project  and  the  Lloydminster  Bi- 
Provincial  Upgrader. 

The  Syncrude  Project,  since  its  start-up  14  years  ago,  has  produced 
over  630  million  barrels  of  high-quality,  sweet,  light,  synthetic  crude 
oil.  Syncrude's  1992-93  record  production  of  62.4  million  barrels  was 
approximately  12  per  cent  of  Canada's  annual  petroleum  requirements 
and  yielded  a profit  of  $44  million  to  the  Government  and  people  of 
Alberta. 

Alberta  Oil  Sands  Equity  continues  to  work  for  the  commercial 
development  of  the  six  OSLO  leases  through  the  OSLO  New  Ventures 
Project.  Technologies  being  considered  include  dredging,  cold  water 
extraction,  and  borehole  mining. 

The  Lloydminster  Bi-Provincial  Upgrader,  which  officially  opened 
November  20,  1992,  quickly  ramped-up  production  and  had  produced 
6.1  million  barrels  of  high-quality  synthetic  crude  oil  at  March  31,  1993. 

Alberta  Oil  Sands  Equity,  as  an  active  participant  in  these  govern- 
ment-industry joint  ventures,  is  working  to  ensure  that  Albertans 
benefit  from  the  wealth  generated  from  the  development  of  oil  sands 
and  heavy  oil  reserves. 


T.R.  Vant 
Chairman 
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Alberta  Oil  Sands  Equity:  A History  of  Partnership  in  Progress 


I he  Government  of  Alberta  has  been  an  equity  owner  in  the  oil  sands  for 
over  18  years.  Alberta  Oil  Sands  Equity,  an  unincorporated  agency  report- 
ing to  the  Minister  of  Energy,  manages  the  Government  of  Alberta's 
equity  investments  in  oil  sands  and  heavy  oil  projects.  Funding  for  these 
investments  is  provided  by  the  Alberta  Heritage  Savings  Trust  Fund. 

The  Heritage  Fund  was  created  in  1976  during  a time  of  rapidly  in- 
creasing provincial  revenues  from  the  sale  of  non-renewable  resources. 
The  Heritage  Fund  has  three  basic  objectives — to  save  for  the  future,  to 
strengthen  and  diversify  Alberta's  economy,  and  to  improve  the  quality 
of  life  in  Alberta.  The  Fund  received  30%  of  the  Province's  resource 
revenues  until  1983-84,  when  the  rate  was  reduced  to  15%;  this  transfer 
was  suspended  in  1987.  Heritage  Fund  income  was  retained  in  the  Fund 
until  1982,  when  the  income  transfer  to  General  Revenue  to  support 
programs  and  services  commenced.  The  Heritage  Fund  has  provided 
over  $14.3  billion  of  income  to  support  the  budgetary  program,  and  at 
March  31,  1993,  it  held  almost  $12.0  billion  in  financial  assets. 

Alberta  Oil  Sands  Equity  is  proud  to  manage  Alberta's  resource 
investments  on  behalf  of  the  Alberta  Heritage  Savings  Trust  Fund. 

Alberta  Oil  Sands  Equity  was  established  in  1975  and  was  given  the 
responsibility  to  manage  the  Syncrude  Project.  In  1976,  it  was  given 
the  responsibility  of  managing  Alberta's  equity  participation  and 
investment  in  the  OSLO  Project  and,  in  1988,  the  management  of  the 
Lloydminster  Bi-Provincial  Upgrader. 

Late  in  1974,  following  completion  of  the  design  phase  of  the 
Syncrude  Project,  Atlantic  Richfield  Canada  Ltd.  withdrew  from  the 
Project  due  to  substantially  higher  than  expected  cost  estimates  and 
heavy  financial  commitments  in  other  areas.  The  Government  of 
Alberta  commissioned  a major  review  of  the  Project  and  reached  the 
following  conclusions:  that  costs  had  not  been  overstated;  that  cancel- 
lation of  the  Project  would  have  a major  negative  impact  on  the 
Alberta  economy;  and  that  there  was  potential  for  substantial  royalty 
revenue  from  the  Project.  When  additional  private  sector  participants 
did  not  materialize,  the  Governments  of  Canada,  Alberta,  and  Ontario 
met  with  the  three  remaining  owners.  Imperial  Oil,  Gulf  Oil,  and 
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Canada-Cities  Service;  Syncrude's  ownership  was  restructured  and 
construction  of  the  Project  resumed. 

In  the  restructuring,  Alberta  agreed  to  take  a 10%  equity  interest  in 
the  Project  and  to  assume  responsibility  for  the  Utilities  Plant  and  the 
Synthetic  Crude  Pipeline.  Alberta  provided  loans  of  $100  million  each 
to  Gulf  and  Canada-Cities  Service.  These  loans  contained  an  option 
that  allowed  them  to  be  converted  into  equity  in  the  Project.  Alberta 
also  retained  an  option  to  increase  its  equity  share  by  between  5 and 
20%  of  the  Project.  Over  the  years,  the  Syncrude  Project  ownership 
distribution  has  changed  as  Table  1 shows. 

Alberta  Oil  Sands  Equity  is  headed  by  the  Chairman,  Thomas  R. 
Vant,  with  three  executive  directors  reporting  to  him.  Mr.  Vant  is 
Chairman  of  the  Board  of  Directors  of  Syncrude  Canada  Ltd.  and  also 
represents  Alberta  on  the  Lloydminster  Bi-Provincial  Upgrader  Joint 
Venture  Board,  the  OSLO  Management  Committee,  and  the  Northward 
Developments  Ltd.  Board  of  Directors.  Alberta  Oil  Sands  Equity's 
philosophy  is  to  maintain  a small  core  group  of  skilled  personnel  and 
to  make  use  of  specialized  consultants  and  other  professionals  as 
required.  The  Executive  Directors  and  Directors  are  members  of  owner 
sub-committees  that  support  the  work  of  Board  and  Management 
committees.  Alberta  Oil  Sands  Equity's  expenditures  during  the  1992- 
93  fiscal  year  were  $1.4  million. 
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Alberta  Oil  Sands  Equity:  Partners  in  Financing  and  Ownership 


Alberta  Oil  Sands  Equity  is  a 16.74%  participant  in  the  Syncrude 
Project,  a 10%  participant  in  the  OSLO  New  Ventures  Project,  and  a 
24.17%  participant  in  the  Lloydminster  Bi-Provincial  Upgrader. 

Operating  funds  for  Alberta  Oil  Sands  Equity  are  provided  from  the 
General  Revenue  Fund  through  the  normal  government  budgetary 
process.  At  the  end  of  the  fiscal  year,  administrative  costs  associated 
with  the  management  of  the  Syncrude  Project  and  the  Lloydminster 
Bi-Provincial  Upgrader  are  billed  to  the  Alberta  Heritage  Savings  Trust 
Fund.  Funds  to  meet  Alberta's  commitments  to  the  Syncrude  Project 
and  the  Lloydminster  Bi-Provincial  Upgrader  are  provided  directly 
from  the  Alberta  Heritage  Savings  Trust  Fund.  Similarly,  money  re- 
ceived from  the  sale  of  synthetic  crude  oil  and  sulphur  is  returned 
directly  to  the  Heritage  Savings  Trust  Fund.  The  OSLO  New  Ventures 
Project  is  funded  from  general  revenues  through  the  government 
budgetary  process. 
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Table  1 


Syncrude  Ownership  History 
(Percentage  Amounts) 


1973 

1975 

1978 

Atlantic  Richfield 

30.00 

Canada-Cities  Service 

30.00 

22.00 

22.00 

Imperial  Oil  Resources 

30.00 

31.25 

31.25 

Gulf  Canada 

10.00 

16.75 

16.75 

Petro-Canada 

15.00 

15.00 

Alberta  Oil 

Sands  Equity 

10.00 

10.00 

Ontario  Energy  Corp. 

PanCanadian  Petroleum 

5.00 

5.00 

Alberta  Energy  Company 
Petro-Fina 

Hudson's  Bay  Oil  & Gas 
Dome  Petroleum 
Canadian  Occidental 
Amoco 

Mocal  Energy  Ltd. 


1979 

1981 

1982 

1983 

1988 

1990 

1992 

17.60 

17.60 

13.23 

25.00 

25.00 

25.00 

25.00 

25.00 

25.00 

25.00 

13.40 

13.40 

9.03 

9.03 

9.03 

9.03 

9.03 

12.00 

17.00 

17.00 

17.00 

17.00 

17.00 

12.00 

8.00 

8.00 

16.74 

16.74 

16.74 

16.74 

16.74 

4.00 

4.00 

4.00 

4.00 

10.00 

10.00 

10.00 

10.00 

10.00 

10.00 

10.00 

10.00 

10.00 

10.00 

5.00 

5.00 

5.00 

5.00 

5.00 

13.23 

7.23 

7.23 

7.23 

5.00 

5.00 

5.00 

5.00 


1973  • Letter  of  Agreement  was  signed  with  the  Syncrude  owners  which  gave  the  Government 
of  Alberta  an  option  to  acquire  up  to  20%  of  Syncrude.  (Ultimately  exercised  by  Alberta 
Energy  Company). 

1975  • Atlantic  Richfield  withdrew  from  consortium  and  was  replaced  by  the  Federal,  Alberta 
and  Ontario  Governments. 

• Canada  Cities-Service  gave  up  8%,  Esso  acquired  1.25%  and  Gulf  acquired  6.75%. 

1978  • Ontario  Energy  Corp.  sold  its  5%  interest  share  to  PanCanadian. 

1979  • In  August,  Alberta  Energy  Company  exercised  its  option  to  acquire  a 20%  equity  share 

in  Syncrude  at  a cost  of  $570  million  (each  of  the  existing  Syncrude  owners'  interests 
were  reduced  by  20%). 

• In  September,  Alberta  Energy  Company  sold  half  of  its  equity  share  to  Hudson's  Bay  Oil 
& Gas  and  Petro-Fina. 

1981  • Petro-Canada  bought  Petro-Fina's  interest,  increasing  its  share  to  17%. 

1982  • Alberta  acquired  4.37%  interest  from  each  of  Gulf  and  Canada  Cities-Service  through 

the  exercise  of  convertible  debentures. 

• Dome  bought  Hudson's  Bay  Oil  & Gas  and  created  a limited  partnership,  HBOG-Oil 
Sands  Limited  Partnership,  to  hold  the  5%  interest. 

1983  • Canadian  Occidental  bought  Canada  Cities-Service. 

1988  • PanCanadian  bought  a 6%  interest  from  Canadian  Occidental. 

• In  August  1988,  Amoco  took  over  Dome  Petroleum  and  acquired  its  5%  interest. 

1992  • Mitsubishi  Oil  Company  Ltd.,  represented  by  its  100%  owned  subsidiary,  Mocal  Energy 
Ltd.,  purchased  a 5%  interest  from  Petro-Canada.  The  Mitsubishi  purchase  was 
completed  March  31, 1992. 
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Syncrude  Project 


T he  Syncrude  Project,  located  40  kilometres  north  of  Fort 
McMurray,  is  the  world's  largest  oil  sands  operation.  It  combines 
mining,  extraction,  upgrading,  and  utilities  industries  and  produces 
approximately  12%  of  Canada's  total  crude  oil  requirements. 
Syncrude  is  one  of  Alberta's  great  successes.  The  Project's  produc- 
tion is  rising,  unit  costs  are  falling  and  benefits  are  accruing  to  local, 
provincial,  and  national  economies. 

The  Project  has  a significant  economic  impact  on  Alberta  and  on 

Canada.  The  original  investment  in  the  Syncrude 
plant  was  $2.3  billion  and,  since  1978,  a further 
$2  billion  in  capital  has  been  invested  to  expand 
and  sustain  production  with  wide  ranging 
benefits  to  the  economy.  Over  $1  billion  is  spent 
annually  on  purchased  goods,  services,  and 
salaries.  In  addition,  Syncrude  spends  approxi- 
mately $150  million  annually  on  capital  en- 
hancements to  ensure  the  operation's  long  term 
viability.  Some  $26  million  is  spent  annually  on 
research  and  development.  Syncrude  currently 
has  4,280  employees  and  over  1,000  contract 
staff.  The  project  generates  16,000  direct  and 
indirect  jobs  annually  in  Canada. 

By  March  31,  1993,  after  14  years  of  operation,  the  Syncrude  plant 
had  produced  630  million  barrels  of  high-quality,  light,  sweet  crude  oil. 
Total  production  of  synthetic  crude  oil  for  the  fiscal  year  1992-93  was  a 
record  62.4  million  barrels.  This  record  came  despite  operating  prob- 
lems in  the  last  quarter  of  the  fiscal  year,  which  included  two  unsched- 
uled coker  shutdowns. 

Syncrude's  success  in  1992  brought  production  levels  above  the 
existing  approval  from  the  Alberta  Energy  Resources  Conservation 
Board  (ERCB).  Syncrude  applied  for,  and  received,  interim  approval  for 
the  1992  production  level.  Approval  of  additional  production  increases 
will  be  considered  by  the  E.R.C.B.  in  1993. 

Gains  made  by  Syncrude  in  the  area  of  cost  effectiveness  were  also 


Imperial  Oil 

Resources 

25.00% 


Syncrude  Ownership 

Mocal  Energy  AMOCO  HBOG  - 

Limited  Oil  Sands  Limited  Partnership 
5.00%  5.00%  „ . ^ . 

Canadian  Occidental 
Petroleum  Ltd. 

7.23% 


Petro- 

Canada 

12.00% 


Alberta 

Energy 

Company  Ltd. 
10.00% 


PanCanadian 
Petroleum  Limited 
10.00% 


Alberta  Oil  Sands  Equity 
16.74% 
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significant  in  1992-93.  Unit  operating  costs  for  1992  were  at  their  lowest 
level  in  four  years,  at  $15.39  per  barrel.  The  long-term  operational 
outlook  for  Syncrude  is  encouraging.  Even  though  synthetic  crude  oil 
prices  have  dropped  almost  50%  since  1984,  continuous  improvements 
have  enabled  Syncrude  to  offset  the  adverse  effects  of  lower  prices  by 
doubling  synthetic  crude  oil  production  and  reducing  unit  operating 
costs  by  half  over  the  past  decade.  These  costs  have  been  achieved 
despite  inflation  and  an  increasing  mining  waste-to-ore  ratio. 

in  combination  with  its  goal  of  maximizing  synthetic  crude  oil 
production,  Syncrude  strives  to  be  a good  neighbour.  Syncrude's 
Native  Development  Program  has  been  in  place  for  over  15  years.  Its 
objective  is  to  maximize  native  employment  and  business  opportuni- 
ties for  natives  in  Syncrude.  The  program  takes  into  account  native 
culture  and  the  desire  to  maintain  a valued  heritage.  Syncrude  Canada 
Ltd.  is  currently  the  largest  private  sector  employer  of  native  people  in 
Canada.  At  March  31,  1993,  Syncrude's  266  native  employees  repre- 
sented more  than  6%  of  the  company's  total  workforce. 

Syncrude  continues  to  pay  close  attention  to  the  environment.  Its 
environmental  program  started  with  research  efforts  in  1969.  The 
company  monitored  its  site  construction  impact  in  order  to  minimize 
environmental  impact  and  continues  to  monitor  all  aspects  of  its 
operations  today.  It  is  the  intent  of  the  environmental  program  that 
Syncrude  "will  not  cause  any  known  permanent  adverse  impact  on  the 
health  of  people  or  the  environment." 


Syncrude  Operations  1988-1992 
Year  Ended  December  31 


1988 

1989 

1990 

1991 

1992 

Production  (MBBLS) 

54.9 

54.0 

57.1 

60.3 

65.4 

Operating  Costs  ($M) 

813.5 

927.4 

994.0 

994.9 

1006.7 

Cost  per  Barrel  ($) 

14.82 

17.17 

17.41 

16.51 

15.39 

Capital  Costs  ($M) 

207.3 

84.3 

139.1 

157.5 

79.2 

Syncrude  is  conducting 
research  into  the  best  methods 
of  revegetating  reclaimed  areas 
and  revising  reclamation  tech- 
niques as  new  information  is 
obtained.  As  well,  bird  and 
mammal  populations  on  the  site 
are  also  closely  monitored. 
Syncrude  works  closely  with 
local  communities  and  busi- 


nesses,  as  well  as  government,  in  setting  and  independently  monitor- 
ing environmental  objectives  for  its  operations.  To  further  Syncrude's 
commitment  of  returning  reclaimed  land  to  its  original  state,  a herd  of 
30  Wood  Bison  was  introduced  to  land  reclaimed  from  the  oil  sands 
mining  operations  in  February  1993. 

A total  of  180  hectare^ of  land  was  planted  with  seedlings  or  trans- 
formed into  grass  in  1992  as  compared  to  143  hectares  reclaimed  in 
1991.  Syncrude  plants  an  average  of  120,000  trees  per  year.  Over  the 
next  five  years  reclamation  will  be  concentrated  on  the  tailings  dyke 
area.  Increasing  the  pace  of  land  reclamation  as  more  land  becomes 
available,  Syncrude's  goal  is  to  reclaim  150-200  hectares  in  each  of  the 
next  five  years. 

Alberta's  16.74%  equity  investment  in  Syncrude  yielded  a $44.0 
million  profit  for  the  1992-93  fiscal  year,  which  is  slightly  higher  than 
the  $43.3  million  profit  for  the  previous  year.  The  increased  profit  was 
the  result  of  higher  oil  prices,  offset  by  two  unscheduled  coker  shut- 
downs. Total  profits  for  Alberta's  equity  investment  since  the  Project 
began  operating  in  1978,  to  the  end  of  March  1993,  were  $605.1  mil- 
lion. Royalties  for  the  same  period  were  $1.06  billion.  The  Alberta 
Heritage  Savings  Trust  Fund  investment  in  the  Syncrude  Project  at 
March  31,  1993,  was  $499.3  million. 

In  1990,  the  Alberta  Government  decided  that  the  Syncrude  Project 
had  matured  to  the  extent  that  the  government  was  no  longer  needed 
as  an  active  participant  to  ensure  the  project's  continued  success.  An 
investment  advisor  was  engaged  to  market  the  equity  share  and, 
during  1992-93,  although  no  firm  offers  to  purchase  Alberta's  16.74% 
interest  in  the  Project  were  received,  discussions  had  begun  with 
Murphy  Oil. 
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Profits  Earned  by  Alberta's  Investment  in  the  Syncrude  Project 


Profits  for  the  Year  Ended  March  31  — $M 

Year 

Annual  Profit 

Cumulative  Profit 

1980 

(4.4) 

(4.4) 

1981 

27.3 

22.9 

1982 

26.9 

49.8 

1983 

68.7 

118.5 

1984 

61.5 

180.0 

1985 

86.5 

266.5 

1986 

72.0 

338.5 

1987 

33.6 

372.1 

1988 

44.1 

416.2 

1989 

(3.1) 

413.1 

1990 

22.5 

435.6 

1991 

82.1 

517.8 

1992 

43.3 

561.1 

1993 

44.0 

605.1 

Book  Value  of  Alberta's  Investment  in  the  Syncrude  Project 

Book  Value  at  March  31  — $M 

Year 

Book  Value 

1980 

179 

1981 

184 

1982 

439 

1983 

411 

1984 

443 

1985 

439 

1986 

459 

1987 

483 

1988 

509 

1989 

512 

1990 

519 

1991 

514 

1992 

518 

1993 

499 
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The  OSLO  New  Ventures  Project 


In  1981,  the  six  OSLO  owners  signed  the  Other  Six  Leases  Operating 
Agreement  which  initiated  an  exploration  and  development  program 
on  the  six  leases.  The  program  had  three  phases:  resource  evalua- 
tion, commercial  definition,  and  new  technology.  From  1981  to  1988, 
more  than  $30  million  was  invested  in  resource  evaluation  programs 
and  in  a wide  variety  of  scoping  studies.  One  result  of  the  program 
was  the  discovery  of  a promising  deposit  located  on  the  north  end  of 
Lease  31,  about  60  kilometres  north  of  Fort  McMurray.  This  ore  body, 
containing  4 billion  barrels  of  high-quality 
surface-mineable  bitumen,  is  one  of  the  richest 
deposits  in  the  Fort  McMurray  area.  It  is  ca- 
pable of  supporting  a 200,000  barrel  per  day 
plant  for  50  years. 

In  1989,  the  OSLO  Project  was  split  into  two 
separate  programs:  the  Commercial  Project  on 
the  northern  portion  of  Lease  31,  and  the  OSLO 
New  Ventures  Project,  which  handles  the  explo- 
ration and  commercial  development  of  the 
remaining  five  oil  sands  leases  plus  the  south- 
ern portion  of  Lease  31. 

The  New  Ventures  mandate  is  the  commer- 
cial development  of  these  leases  using  tech- 
nologies that  have  the  potential  to  significantly  reduce  bitumen 
recovery  operating  costs.  The  New  Ventures  Project  is  concentrating 
on  dredging,  borehole  mining,  and  both  cold  and  hot  water  extraction 
processes. 

At  March  31,  1993,  the  Owners  were  considering  a commercial 
demonstration  project  utilizing  dredging  and  cold  water  extraction 
processes. 

The  OSLO  New  Ventures  group  invented  the  OSLO  Cold  Water 
Extraction  Process  in  1986.  During  1990  and  1991,  the  process  was 
field-tested  using  a large-scale  pilot  operating  in  a continuous  mode. 
Work  to  date  has  indicated  that  the  process  has  the  following  advan- 
tages: it  is  superior  to  the  Clark  Hot  Water  Process  used  at  Syncrude 


OSLO  New  Ventures  Project  Ownership 


Imperial  Oil 
Resources  Limited 
25% 


PanCanadian 
Petroleum  Limited 
10% 


Alberta  Oil 
Sands  Equity 
10% 


Canadian  Occidental  Petroleum  Ltd. 
20% 


and  Suncor;  it  reduces  capital  and  operating  costs  by  some  30%;  it 
promotes  environmentally  superior  tailings  management  as  it  pro- 
duces sludge  that  is  more  amenable  to  solidification;  it  gives  high 
recovery  on  high  clay  content  ore;  it  has  potential  application  to 
Syncrude,  Suncor  and  the  OSLO  Commercial  Projects;  and  it  can  be 
easily  used  in  small  commercial  projects. 

All  six  OSLO  Owners  have  reiterated  their  support  for  a major  three- 
year  program  to  test  dredge/cold  water  extraction  and  borehole  min- 
ing technologies  for  the  exploration  of  the  six  leases.  However,  two  of 
the  Owners,  while  supporting  the  OSLO  New  Ventures  development 
program,  are  unable  to  provide  funding  for  the  program.  It  is  also  their 
wish  to  reduce  their  ownership  percentages  in  the  OSLO  leases.  At 
March  31,  1993,  discussions  were  underway  among  the  Owners  to 
resolve  this  matter  and  to  move  the  development  program  forward. 
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Lloydminster  Bi-Provincial  Upgrader 


I he  Government  of  Alberta  is  a participant  in  a joint  venture  with  Husky 
Oil  and  the  Governments  of  Canada  and  Saskatchewan  in  the  ownership 
and  operation  of  a heavy  oil  upgrader  at  Lloydminster.  The  upgrader  has 
the  capacity  to  produce  46,000  barrels  of  synthetic  crude  oil  per  day  from 
heavy  oil  and  bitumen  reserves  in  Alberta  and  Saskatchewan. 

The  Bi-Provincial  Upgrader  officially  opened  November  20,  1992. 
During  the  fiscal  year  1992-93,  synthetic  crude  oil  production  was 
quickly  ramped-up  to  over  41,000  barrels  per  day  of  synthetic  crude  oil 
or,  more  than  89  per  cent  of  design  capacity.  At 
March  31,  1993,  total  production  was  over  6.1 
million  barrels.  The  forecast  for  fiscal  year  1993- 
94  is  production  of  16.4  million  barrels  of  syn- 
thetic crude  oil. 

The  Upgrader  will  take  40,000  barrels  per  day 
of  heavy  crude  oil  and  6,000  barrels  per  day  of 
refinery  tops  from  the  Lloydminster  and  Cold 
Lake  regions  when  it  reaches  design  capacity 
and  will  convert  them  into  a high-quality  syn- 
thetic crude  oil  that  can  be  used  by  conven- 
tional refiners  to  make  gasoline  and  other  light 
products  such  as  jet  fuels.  The  diluent  required 
to  get  the  heavy  crude  oil  to  the  upgrader  will 
be  recovered  and  recycled  to  the  field  for  reuse. 

The  design  and  construction  of  the  Upgrader  generated  5,000 
person  years  of  work.  As  of  March  31,  1993  there  were  486  operations 
staff,  including  maintenance  contractors,  working  at  the  Upgrader.  It  is 
expected  that  an  additional  1,500  jobs  will  be  created  at  crude  oil 
recovery  sites. 

The  Upgrader  has  had  a very  positive  influence  on  the  regional 
economy.  Additionally,  heavy  oil  production  has  benefitted  through  an 
increase  in  the  price  of  heavy  oil  by  approximately  $1-$2  per  barrel. 
This  translates  into  improved  production  economics  for  all  heavy  oil 
producers  in  the  region  and  to  the  Government  of  Alberta  through  its 
royalty  interest  in  that  production. 


Lloydminster  Bi-Provincial  Upgrader  Ownership 

Government  of  Saskatchewan 
Government  of  17  gQ0/o 

Canada 


Husky  Oil  Operations  Limited  Alberta  Oil 

26.67%  Sands  Equity 

24.17% 


15 


The  Upgrader  is  also  providing  a market  for  heavy  oil  from  Alberta 
and  increases  Western  Canada's  production  of  high  value  oil. 

The  Project  is  managed  by  a Joint  Venture  Board  that  consists  of  three 
representatives  of  each  owner.  The  Alberta  Government  representatives 
on  the  Joint  Venture  Board  are  Thomas  R.  Vant,  Lloyd  W.  McLaren,  and 
Ed  Jenson.  Husky  BPU  Operations  Ltd.  operates  the  Project. 

The  estimated  final  cost  of  the  Project  is  $1,632  billion,  29%  above 
the  original  estimate  of  $1,267  billion  due  to  higher  than  expected 
construction  costs,  increased  management  and  material  costs,  and 
other  factors.  Alberta  was  responsible  for  funding  $98  million  of  the 
$365  million  increased  project  cost.  This  was  provided  by  a further 
equity  investment  from  the  Trust  Fund  bringing  the  Fund's  total  com- 
mitment to  about  $404  million,  of  which  $394  million  had  been  ad- 
vanced by  March  31,  1993. 

In  accordance  with  the  province's  accounting  policy,  the  value  of 
the  investment  in  the  Upgrader  was  significantly  below  its  book 
value.  As  a result,  the  value  of  the  Alberta  Heritage  Savings  Trust 
Fund  investment  in  this  project  was  written  down  to  $74.8  million  as 
of  March  31,  1993. 


Millions  of  Barrels 


Bi-Provincial  Upgrader 
Synthetic  Crude  Oil  Production  (Fiscal  Year  1992  - 93) 

Cumulative 


SEP 


OCT 


NOV  DEC 

Budget 


During  production  startup,  the  Upgrader  experienced  operating 
losses.  Alberta  set  up  a special  purpose  corporation,  540540  Alberta 
Ltd.,  to  fund  its  portion  of  these  losses.  This  corporation  makes  loans 
to  the  Upgrader  on  an  interest  free  basis  and  will  be  repaid  from  the 
Upgrader's  profits  on  a priority  basis.  Only  after  540540  Alberta  Ltd.  is 
repaid  in  full  will  the  Heritage  Fund  receive  funds  from  the  Upgrader. 
As  of  March  31,  1993,  540540  Alberta  Ltd.  had  loaned  $10.2  million  to 
the  Upgrader. 


For  further  information  or  to 
obtain  copies  of  this  report  contact: 

Alberta  Oil  Sands  Equity 
11th  Floor  Petroleum  Plaza 
9945-  108  Street 
Edmonton,  Alberta 
T5K  2G6 

Telephone:  403/427-2492 


National  Library  of  Canada 
Bibliotheque  nationale  du  Canada 


3 3286  50469  2225 
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